
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world byJSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.istor.org/participate-istor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



MONTHLY SURVEY OF 

GENERAL BUSINESS CONDITIONS 

'December 24.^ ig20 



IN November our index of speculation, curve A, rose 
slightly. This change was due entirely to a great 
increase in the volume of trading on the New York 
Stock Exchange, for security prices suffered severe de- 
clines and New York clearings showed the normal sea- 
sonal decrease. Curve C, rates on commercial paper 
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Bradslreet's index number for December i was $13.63, 
being 13 per cent below that for November i. This 
brings wholesale prices more than half way down to the 
level of August 1914. 

This tremendous readjustment was accomplished 
without a financial breakdown, and indeed, without any 
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INDEX CHART. The items locating curves A, B, and C all refer to eomfUU calendar months and the points are plotted in the middle of the apaces allotted to the months. 



Explanation: Each of the three curves on the Index Chart is obtained jjy 
averaging a group of statistical series, each group being composed of series 
homogeneous in character; i.e., when corrected for the seasonal influence 
and normal growth, the series of each group move in the same direction (up- 
ward or downward) at the same time. The series were all expressed in com- 
parable units before averages were taken. 

Our interpretation of the fluctuations of the three curves of the current 
index chart is based upon the relationship which was discovered among simi- 
lar curves for the period 1903-14. All three curves had wave movements, but 
the upward swings and the crests of the waves were not reached simultane- 
ously. The major movements of speculation preceded those of business by 
4 to 10 months, and the movements of business preceded those of banking by 
2 to 8 months. The sequence of movements holding for upward swings and 
crests also held for downward swings and troughs. 

The relationship between the curves which held for the pre-war period 
appears to have reestablished itself in 1919 so that the movements of the 
curves constitute a basis for forecasting. Our forecasts, however, are not 
based solely upon the index of general business conditions, but they allow for 
the differences in underlying conditions as revealed by economic analysis. 

The rise of curve A, representing speculation, between February and 

corrected for seasonal variation, also rose slightly, thus 
halting for a second month the decline in this curve 
which began last July. In view of these facts it seems 
probable that the rise of the index of speculation is to be 
interpreted as a continuation of the sidewise movement 
which has been going on since early last summer, rather 
than as the beginning of a new upward swing. We can 
hardly expect a sustained revival in speculative markets 
until the uncertainties of the credit and business situa- 
tion have been cleared up. 

Last month, curve B, representing business, declined 
even more sharply than in October, when all previous 
records were broken. This change is due to a fall in 
both of the series on which the curve is based, but espe- 
cially to the extraordinary recession in wholesale prices. 



October 1919 forecasted the rise of curve B, representing business, which took 
place between April 1919 and March 1920. Low interest rates, curve C, 
facilitated expansion of both speculation and business until the federal re- 
serve banks, in November 1919, inaugurated their policy of increasing 
rediscount rates. 

The persistent decline of curve A and the equally persistent rise of curve 
C, both movements beginning in November 1919, forecasted that a decline of 
business activity and commodity prices, curve B, would be inaugurated in 
the spring of 1920. In fact business unsettlement was noticeable in April 
and it has increased since that month while various indices of commodity 
prices have receded since May. The existence of the federal reserve system 
and the action of the banks in increasing rates and restricting credit made 
it appear very unlikely that the business readjustment indicated by the 
index chart would be accompanied by a financial panic. At this writing, 
we have passed the time in the business cycle when a financial panic would 
have occurred, if we were to have one. 

Finally, the decline of curve C and the horizontal movement of curve A , both 
beginning in July igzo, indicate that the recession oj business, curve B, now in 
progress will end in April /par. The immediate prospect for the winter of 1020- 
21 is unsettled business, an easier money market, and increasing security prices. 



impairment in the condition of the coimtry's central 
mstitutions of credit. Despite this showing of strength, 
however, the business situation in December continued 
critical. A number of business men were obliged to 
secure from their banks the funds needed for tax pay- 
ments due on December 15, and the losses recorded in 
balance sheets made bankers reluctant to extend the 
accommodation in some cases. Some large tax payers 
applied to Collectors of Internal Revenue for an ex- 
tension of time for making payments, which the latter, 
of course, were unable to grant. It is not strange, 
therefore, that December has brought continued credit 
stringency, further liquidation of commodities, marked 
recessions in security prices, and another heavy crop of 
business failures. 
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The banking situation in the South and West indi- 
cates that further hquidation in those sections is called 
for. We find no reason in recent developments, however, 
to change the forecast of October 15 that we "have 
passed the time in the business cycle when a financial 
panic would have occurred, if we were to have one" and 
that the outlook for the winter months is further re- 
visions of retail prices, an increase in the number of 
business failures, easier money as the result of the re- 
lease of credit by liquidation in commodity markets, 
and an increase of security prices. 

Evidences of approaching business revival are not yet 
apparent in the news of the day, nor do we expect to see 
any very soon. There are considerations, however, 
which support the forecast drawn from our Index Chart 
that a revival of business will begin next spring: one 
being the fact that a number of important raw materials, 
such as cotton, wool, and leather, are selling much be- 
low recent costs of production and probably below the 
costs that will rule next year even with considerably 
reduced wages; another being the fact that the physical 
production in both mining and manufacture was less in 

1919 and 1920 than in 1916, 1917, or 1918. Both of 
these considerations support the forecast that there will 
be a recovery in some prices at no distant date. 

Our conclusion that production was not unusually 
great in the past two years is based upon the indices of 
the physical volume of production for agriculture, min- 
ing, and manufacture which have been published in 
recent numbers of the Review and upon the prelimi- 
nary indices which we have computed for 1920. The 
figures are given in the following table: 

Table I. — Indices of Physical Production, 1916-20 
{Average for igog-13 = 100) 

1916 1017 1018 igiQ 1920 

Agriculture 100.4 108.5 lo-j.i 110.6 115 

Mining 129.5 i34-5 135-6 110.8 126* 

Manufacture 127.7 125.6 125.0 114.0 118* 

Combined Indexf 117.2 119.8 119.0 112.5 118 

* Based on returns for 9 months increased by one-third. 

t The three constituent indices are weighted according to values of prod- 
uct ("value added" for manufacture) in 1909, that is, 36, 8, and 56, 
respectively. 

Figures showing the course of production in mining 
and manufacture during 1919-20 relative to production 
in 1909 are given in Table II. From this table it will be 
seen that the output of minerals in general increased 
steadily from the first half of 1909 to the third quarter 
of 1920. The greatest increases during this period were 
in bitimiinous coal, petroleiun, and pig iron. From the 
same table it will be seen that materials used in manu- 
facture increased in amount through the first half of 

1920 and then declined. The greatest increases were in 
petroleimi, bituminous coal, miscellaneous fibers, and 
pig iron. The greatest decreases in 1920 were in railway 
cars, silk, wool, cattle, and hogs. It is probable that the 
fourth quarter of 1920 will show a much greater and 
more general decline than did the third quarter. 



I. THE INDEX 

Speculation 

Readers may wonder why our index of speculation, 
curve A, has continued to move sidewise during No- 
vember when stock prices fell to new low levels. It is 
because the curve is based upon series measuring the 
volume of speculative transactions as well as stock 
prices. These series are averaged because on a three- 
fold grouping — with respect to their cyclical fluctua- 
tions in 1903-13 — they fall into the same classes. Since 
Jime 1920, however, the monthly average prices of in- 
dustrial stocks have declined while the monthly volume 
of sales has increased. In November, while the prices 
of stocks struck a new low point, the volume of sales 
reached the highest figure for seven months. 

The volume of sales on the New York Stock Exchange 
last month was 22,070,000 shares, an increase of 61 per 
cent over the October figure. This increase appears all 
the more impressive when compared with the usual 
movement for this month for the fifteen years 1903-17; 
during that period the volume of sales in November 
averaged about 20 per cent less than the volume in 
October. Compared with the sales in October a year 
ago, the high record, the figure for last month shows a 
decrease of 41 per cent. 

New York bank clearings decreased from 20,660 
million dollars in October to 19,430 millions in Novem- 
ber, or 6 per cent, about the normal decline. The great 
increase in Stock Exchange trading would have resulted 
in a much larger volume of clearings, had there not been 
a sharp drop in both security and commodity prices. 

Between November i and November 19 the average 
price of twenty industrial stocks fell from $85.48 to 
$73.12, the average price of twenty railroad stocks fell 
from $83.31 to $75.97, and the average price of 40 bonds 
fell about two points. Our average of ten gilt-edged 
railroad bonds, however, was higher in November than 
in October. During the last third of the month stocks 
recovered 2 or 3 points on the average, and bond prices 
improved slightly. 

The recovery in security prices which developed late 
in November proved not to be a sustained revival, and 
many stocks have since fallen to new low levels. To the 
depressing effect of tight money was added selling for 
tax purposes — either to establish losses or to obtain 
funds for tax payments — while the present business 
situation offered little or no tangible basis for a reversal 
of the speculative movement. Moreover, the depres- 
sion in agricultural products curtailed the buying power 
of a fairly important group of investors. With tax day 
and end-of-the-year financing out of the way conditions 
should be more favorable for resistance to further de- 
clines and even for sustained recovery in security prices. 

Lower rates for call and time money and a halt in the 
liquidation of stocks have recently exerted a favorable 
influence on the bond market, and investment bankers 
report an encouraging revival of interest on the part of 
buyers. The fall in call rates has made United States 
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Table II. — Indices of Physical Production for Mining and Manufacture in 1919 and 1920 ' 

{One-half of items for igog = 100 f) 



Industry and series 



Weights 
{per cent) 



19IQ 



Jan.-June July-Dec. 



1920 



Jan.-June July-Sept 



Mining 

Bituminous coal, estimated production 

Anthracite coal, estimated production 

Coke, beehive, estimated production 

Pig iron, production 

Copper, crude copper content of blister copper produced § . 
Petroleum, crude, marketed production 



Manufacture 

I. Food : 

Cattle and calves, receipts at 60 markets 

Hogs, receipts at 60 markets 

Sheep, receipts at 60 markets 

Grain, receipts of wheat, corn, oats, rye, and barley at 17 interior centers | 
Sugar, meltings at the ports of New York, Boston, and Philadelphia. . . . 
II. Textiles: 

Cotton, consumption 

Wool, consumption 

Fibers, impwrts of unmanufactured, including flax, hemp, Istle, jute, 

kapok, manila. New Zealand flax, sisal, and other 

Silk, imports of raw 

III. Iron and Steel: 

Pig iron, apparent consumption; i.e., production plus imports minus 
exports 

IV. Lumber 

Lumber, repwrted cut of southern pine, western pine, Douglas fir, eastern 

white pine, North Carolina pine 

VI. Paper: 

Wood pulp, production 

VIII. Chemicals: 

Petroleum, crude, run of refineries 

XI. Tobacco: 

Chewing, etc., production as indicated by sale of revenue stamps in the 

United States (excluding Porto Rico and Philippine Islands) 

Cigars, etc., production as indicated by sale of revenue stamps in the 

United States (excluding Porto Rico and Philippine Islands) 

Cigarettes, etc., production as indicated by sale of revenue stamps in the 

United States (excluding Porto Rico and Philippine Islands) 

XII. Vehicles: 

Railway cars, output for domestic and foreign use 



100. o 
32.6 
10.9 

6-5 
28.2 
10.9 
10.9 



3-2 
2.9 

•3 
4-7 
2.1 

12.9 
6.5 



•7 
3-6 



25.0 

iS-8 
13.2 

1-3 

1.4 

2.1 

•4 

3-9 



97 

93 
91 
98 

105 
99 
94 

95 

84 

"3 

64 

79 
107 

97 
80 

90 

75 



105 

92 
98 
92 

93 
93 
83 



102 

107 

109 

102 

95 

lOI 

106 
104 

116 

87 
136 
121 

93 

103 
120 

no 

125 



95 

108 
102 
108 

107 
107 
117 
112 



112 

1X2 

99 

no 

119 

no 
"3 

106 

84 

106 

66 

78 
118 

113 
120 

129 
85 



120 

114 

115 
108 

107 

118 

108 

36 



117 t 
127 

94 
108 
122 
103 
123 

99t 

96 

70 
112 
III 
108 

99 
71 

126 
65 



123 

no 
108 
130 

98 
118 

91 

32 



* The majority of the data may be found in the Federal Reserve X The 17 interior centers are: Chicago, Cleveland, Detroit, Duluth, 

Bulletin. Indianapolis, Kansas City, Little Rock, Louisville, Memphis, Milwaukee, 

t The indices for the third quarter of 1920 are expressed as percentages of Minneapolis, Omaha, Peoria, St. Louis, Spokane, Toledo, and Wichita, 
one-quarter of the items for 1909. The black face figures are weighted § Data include the output of the largest companies in the United States, 

geometric averages. and represent about 95 per cent of total production. 



treasury certificates a more attractive investment for 
the surplus funds which many of the smaller banks have 
had out on Stock Exchange loans; and the prospect of 
lower operating expenses for the pubUc utility corpora- 
tions, as the prices of raw materials fall and the 
demands of labor lessen, is expected to improve the 
position of their bonds also. The outlook for bond 
prices is therefore encouraging. 

Business 

Further recessions in the prices of many basic com- 
modities were recorded in November. These were due 



in part to domestic developments and in part to condi- 
tions in certain foreign markets. Although the farmers 
are known to be still holding back a large part of their 
crops, they are reported to be selling in greater volume 
of late. Probably speculative interests have partly dis- 
coimted the further liquidation which is expected to 
develop as the western bankers seek to strengthen their 
condition. In some cases the attitude of foreign buyers 
has also had an imfavorable effect. Cancellation of 
orders by South American customers, continued de- 
pression in the English cotton industry, and disappoint- 
ing weakness in the buying power of various countries 
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all helped to give a pessimistic tone to our markets in 
November and December. 

Certain markets, however, have been a little more 
cheerful of late. Perhaps the principal factor under- 
Ijdng this change in sentiment is the belief that in im- 
portant lines there is an accumulation of unsatisfied 
demand, which only awaits evidence of price stabiliza- 
tion to make itself felt. It is pointed out, for example, 
that during the last five years the consumption of steel 
rails in this country has been about 30 per cent below 
normal; that building operations have been almost at a 
standstill of late; and that people cannot go threadbare 
forever. Although the expectations founded on this 
reasoning may prove to be exaggerated, we beKeve that 
they are in general justified; and therefore we expect no 
long period of depression at the end of the present period 
of liquidation. 

Another encouraging feature of the situation — one 
that usually begins to develop towards the end of a 
period of depression — is an increase in operating effi- 
ciency, which helps producers to bring prices down to 
the rock-bottom levels demanded by close buyers. 
Typical of current reports along this line is the state- 
ment of a large manufacturer that production in his 
plant had increased over 10 per cent with a working 
force actually smaller. 

The volume of business, as measured by bank clear- 
ings outside New York City, which in the past generally 
decreased about 2 per cent in November, was this year 
85 per cent below the October figure. The decline has 
continued during the first half of December. The dis- 
tricts which made the poorest showing were, it is evi- 
dent from the accompanying table, those most affected 
by the sluggish marketing of the crops. 

Outside Clearings 
{Unit: $1,000,000) 

Ratio of 
September October November Nov. to Oct. 

Middle * 3,783 3,996 3,703 92.7 

New England 1,664 1,804 1,695 94.0 

Middle West 4,864 4,984 4,479 89.9 

Pacific 1,784 1,814 1,706 94.0 

Other West 2,417 2,440 2,206 90.4 

Southern 2,877 3,o7o 2,782 90.6 

Total 17,389 18,108 16,571 91.5 

* Excluding New York City. 

The deadlock in industry arising from the delay of 
readjustment in retail markets is being reHeved, but it is 
still the subject of comment in many quarters. In lines 
particularly affected by the late season and not buoyed 
up by the probability of considerable holiday trade, 
marked price concessions have been made by some 
dealers, with encouraging results in the way of increased 
sales. This development seems to have made least 
progress in the country districts where the bankers, as is 
well known, carry many loans of an essentially invest- 
ment character which make them practically partners 
in the business of the retailers. In the larger centers the 
banks, besides being less involved in this way, have 



been influenced by the arguments of other clients whose 
business was adversely affected by the situation in the 
retail trade. 

European industry and trade appear to be passing 
through the same phase of the business cycle as we are 
experiencing. There is the same decline of commodity 
prices, accumulation of unemployment, and much the 
same deadlock in retail markets. Although there is little 
credit contraction, the banks are taking a firmer atti- 
tude toward appUcants for further advances. The re- 
sult is much complaint about the difficulty of obtaining 
loans and considerable liquidation in both security and 
commodity markets. British wholesale prices, accord- 
ing to the index number of the Statist, fell more sharply 
in November than in any month during the present 
downward trend of prices. 

The difficulties in South American countries continue 
to cause serious concern, for they spell further delay in 
hquidating the abnormal volume of "frozen credit" 
which the banks are carrying. Thus some of our basic 
industries find their foreign sales considerably curtailed. 
The problem of financing our foreign trade with South 
America as well as with Europe, therefore, adds greatly 
to the uncertainties of the present situation. 

Banking 

Actual rates on commercial paper declined sUghtly 
during the second half of November, but not quite as 
much as would be expected under normal conditions at 
this time of the year. The prevailing rate is still 8 per 
cent. The heavy liquidation in securities and the re- 
lease of funds from crop-moving requirements led to 
larger offerings in the call and time loan markets, trans- 
actions as low as 42 per cent for the former and 7 J per 
cent for the latter being recorded. 

The condition of the combined federal reserve banks 
showed steady improvement during November. Total 
bills on hand decreased from 3,126 millions on Novem- 
ber 5 to 2,983 millions on November 26; net deposits 
from 1,695 miUions to 1,624 miUions; and federal reserve 
notes from 3,354 millions to 3,326 miUions; while the 
ratio of reserves to liabilities rose from 43.0 per cent 
to 44.4 per cent. This development was certainly grat- 
ifying in view of the great strain to whifch our banking 
machinery was subjected last month, but it should not 
be interpreted as presaging an early reduction of re- 
discount rates. The situation still requires careful 
handling, and we should not expect the reserve banks 
to be the first to offer lower rates to borrowers. Redis- 
count rates should normally be above rather than below 
open market rates for the same class of paper. 

The improved condition of the combined federal 
reserve banks at the end of November has been main- 
tained during the first half of December. Between 
December 3 and 10 total bUls on hand feU 58 million 
dollars and net deposits 5 millions, federal reserve notes 
were unchanged, while total reserves increased 14.2 
millions and the ratio of reserves to Kabilities increased 
from 44.1 to 44.5 per cent. This is a very satisfactory' 
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statement for the last week before the December in- 
come tax payments. The statement of December 17 
reflected the heavy government operations of tax week 
which were partly responsible for the decrease of 130 
millions in bills on hand, an increase of 22 millions in 
reserves, and an improvement of the reserve ratio to 
45.6 per cent. 

In recent Advance Letters we called attention to the 
borrowing operations between the various reserve 
banks, and concluded from recent improvement in the 
"adjusted reserve ratios" that the peak of the money 
strain in the South and West had been passed. This 
does not mean, however, that banking conditions in 
these sections are no longer a matter of serious concern. 
The reserve banks in agricultural sections are still heavy 
borrowers; and, although much missionary work has 
been done among country bankers, they are still dis- 
inclined to press their customers for payment. All this 
means that there must be a further period of readjust- 
ment before the credit stringency in these sections wiU 
be relieved. The reserve ratios of the various federal 
reserve banks, adjusted for interdistrict loans, show 
marked improvement since November 26 in Phila- 
delphia, Richmond, Minneapolis, and St. Louis. Dallas, 
Atlanta, and Kansas City have the lowest reserve ratios 
in the system, while Cleveland, Philadelphia, and Bos- 
ton have the largest ratios. 

The statement of the condition of 823 member banks 
in leading cities for December 10 shows further liquida- 
tion of most classes of loans, accompanied by a small 
increase in demand deposits and a decrease in borrow- 
ings from the federal reserve banks. 

The large volume of fimds still tied up in slow agri- 
cultural loans and in advances to exporters who have 
been embarrassed by conditions in foreign markets is 
giving bankers serious concern, and various plans for 
relief are under discussion in Congress and by bankers. 

II. THE THREE GROUPS OF SERIES 
Grotjp a 

Chart I shows the monthly fluctuations since Novem- 
ber 191 8 of the following series corrected for seasonal 
variation and secular trend: 

New York City bank clearings. 

Average price of twenty industrial stocks. 

Shares traded on the New York Stock Exchange. 
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The average of these three series constitutes curve A 
of the Index Chart and of Charts I and II. On the 
whole the three series have moved together with re- 
markable consistency since the signing of the armistice. 
They all showed a strong upward sweep for the first half 
of 1919, followed by a recession in August and Septem- 
ber of that year. Diuing the next nine months there 
took place a rapid decline interrupted only by a tem- 
porary revival last March and April. In the past six 
months the corrected monthly figures for New York 
clearings and for the average price of industrial stocks 
have moved together. The volume of shares traded 
dropped to a low level in June and since that time has 
been steadily rising. 

There are three series which were included in the 
Index for 1903-14 but are omitted from the current 
average. These are: 

Average price of twenty railroad stocks. 

Value of building permits issued in twenty leading 

cities. 
Average price of ten railroad bonds (reciprocal of 
yield). 
During 1903-14 the three series just named (plotted 
in Chart II), together with those now included in the 
Index, moved in general together, forecasting the move- 
ment of ciurve B; but for the post-war period this has 




NOV JAN. 
1916 



APK. ^-^^MCi 
laao 



Chart I. — Corrected Series (entering the average) of the 
Speculative Group (A), 
(i) New York Clearings, (8) Shares Traded, (i8) Price of Indus- 
trial Stocks, (A) Average of series i, 8, and i8. 



Chart II. — Corrected Series (not entering the average) of 
the Speculative Group (A). 
(6) Building Permits, (12) Price of 10 Railroad Bonds (reciprocal 
of yield), (20) Price of Railroad Stocks, (A) Average of series 1,8, 
and 18. 

not been true. The corrected figures for both the average 
price of twenty railroad stocks and the average price of ten 
railroad bonds showed decided downward trends from 
November 1918 to June 1920; since June, both have 
started to move upward again. The corrected figures 
for the value of building permits issued rose rapidly from 
November 191 8 to the following August, remained on a 
high level for eight months, and then began a decline 
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which is still in progress. As has been pointed out in 
previous issues of the Review, the physical volume of 
new construction is decidedly below pre-war figures. 

Group B 

Chart III shows the monthly fluctuations since No- 
vember 191 8 of the following series corrected for sea- 
sonal variation and secular trend: 

Bank clearings outside New York City, 
Bradstreet's index of wholesale commodity prices. 

The average of the corrected items of these series is 
shown by curve B of the Index Chart and of Chart III. 
During 1919 and the first half of 1920, the figiures for 
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Chart III. — Corrected Series (entering the average) of the 
Commodity Price and Production Group (B). 
(3) Outside Clearings, (4) Bradstreet's Prices (pertains to first day 
of month). 

The heavy line (B) represents the average of series 3 and 4, the data 
for series 4 having been adjusted by taking the means of pairs of 
consecutive items of the corrected series. 



these two series showed a very close correspondence in 
their movements. Since last June, however, Brad- 
street's price index has exhibited record-breaking 
monthly declines, while outside clearings have decreased 
only moderately. 

The United States Bureau of Labor Statistics index 
number of wholesale commodity prices (Chart IV) and 
Bradstreet's index of wholesale prices agree in showing a 
sharp rise throughout the year 191 9, but from February 
I to May I, 1920, Bradstreet's index remained practi- 
cally imchanged, while that of the Bureau of Labor 
continued its upward trend.^ Since June, both indices 
have fallen very rapidly. 

Prior to the Great War, the following four series (pre- 
sented in Chart IV) in general fluctuated concurrently 
with wholesale commodity prices and outside clearings: 

' As was explained in the Review for June 1920, this discrepancy should 
be ascribed to the fact that the latter index is based upon a very large number 
of commodities, including many finished articles, whereas Bradslreel's index 
is largely made up of farm products, foods, textiles, hides, and leather — the 
prices of which rose but slightly between February and May. 



Bradstreet's business failures, 
Imports of merchandise. 
Pig-iron production. 

Unfilled orders of the United States Steel Cor- 
poration. 

The disturbing influences set in motion by the 
changes from war to peace temporarily destroyed the 
value of the four series last named as indices of business 
conditions. Indeed, even during pre-war years the 
fluctuations of business failures and of imports were 
very irregular and their month-to-month movements 
could not be regarded as indicative of the business 
situation. 

The corrected monthly data for business failures 
(reversed on Chart IV) were more or less stationary 
during 191 9; throughout the present year, there has 
been a steady increase. This series is still, however, 
much below the pre-war level. In the past two years 
imports of merchandise have moved somewhat irregu- 
larly, but have shown the same general tendencies as 
have wholesale commodity prices and bank clearings 
outside New York City. Pig-iron production and un- 




Chart IV. — Corrected Series (not entering the average) of 
THE Commodity Price and Production Group (B). 
(2) Production of Pig Iron, (s) Imports, (9) Unfilled Orders U. S. 
Steel Corporation (pertains to last day of month), (11) Bradstreet's 
Business Failures, reversed, (16) Bureau of Labor Prices, (B) Aver- 
age of series 3 and 4. 



filled orders of the United States Steel Corporation were 
seriously affected successively by the transition from 
war to peace, the coal and steel strikes, the fuel shortage, 
and transportation difficulties so that these series have 
not as yet reestablished themselves as reliable indices of 
general business conditions. 
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Group C 

Chart V shows the monthly fluctuations since No- 
vember 1 91 8 of the following series, corrected for sea- 
sonal variation and secular trend: 

Rate of interest on four-to-six months commercial 

paper in New York City, 
Rate of interest on sixty-to-ninety day commercial 

paper in New York City. 

During 1903-14, the movements of these series lagged 
behind those of Group A, representing speculative 
activity, and those of Group B, representing commodity 
prices and business activity. From the time that the 
Federal Reserve Board, a little over a year ago, in- 
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Chart V. — Corrected Series of the Financial Group (C). 
(13) Rate on 4-6 Months Paper, (14) Rate on 60-90 Day Paper. 

creased rediscount rates to conform to the business 
situation, the changes in commercial paper rates have 
been significant of money-market conditions and, as 
formerly, have lagged behind the changes in Groups A 
and B. 

In 1 91 9, the corrected items of the interest rate series 
moved slightly upward from January to June, while 
from Jime to October there was a steady drop. From 
the latter month until June of the present year there 
was a persistent rise to a high level. During the past 
five months, there has been a moderate decline in the 
corrected rates, resulting largely from the fact that the 
actual rates have failed to show the usual seasonal 
increase. 

During the pre-war period the corrected items of the 
following series fluctuated with interest rates: 

Loans of New York City Clearing House banks. 
Deposits of New York City Clearing House banks. 
Dividend payments by industrial corporations. 

The significance of the first two of these series has 
been changed by the introduction of the federal reserve 
system. The enormous rise in prices had, of course, 
its effect on the volume of loans and deposits. Dur- 
ing 1919, all banking operations were affected by 
government financing. Moreover, the data for 1903-14 
included commercial banks only; since 1914, the con- 
solidated statements excluding trust companies have 
not been issued. For all of these reasons, loans and 
deposits of the New York banks have been discarded 
for the present as indices of banking conditions. Dur- 
ing the ten months following the signing of the armi- 
stice these series trended strongly upward; after that 
date deposits remained approximately constant, and 
loans fell off imtil last September. During the past 
three months loans have been rising. 



Since 1903 dividend payments by industrial corpora- 
tions, properly corrected, have tended to lag behind the 
prices of industrial stocks. The former series showed 
an almost continuous decline from November 1916 to 
about the beginning of 1918, and rose, on the whole, 
through 1918 and 1919; the corrected items for divi- 
dend payments began to drop in the autimin of 191 7, 
reached a minimum in June 1919, and rose to a higher 
level in the following month. Thereafter there was no 
significant change. 

III. THE INDIVIDUAL SERIES 
(A) The SPECtiLAXiVE Groxjp 

New York City bank clearings were 19,430 million 
dollars in November, compared with 20,660 million 
dollars in October, a decrease of 6 per cent, which is 
about the usual seasonal change. Generally there are 
advances of 4 and 6 per cent, respectively, in Decem- 
ber and January. 

The average price of twenty industrial stocks was $78.40 
in November, a decrease of 7.7 per cent from $84.90 in 
October. During November, the average ranged from 
$85.48 on November i to $73.12 on November 19. The 
average price of twenty industrials in 191 8 was $81. 
An upward movement took place during 19 19 to the 
high point of $1 14 in October, after which the trend was 
again downward. The average for November 1920 was 
over 30 per cent below the maximum attained thirteen 
months previous. 

The average price of twenty railroad stocks in November 
was $80.20, or 4.1 per cent below the October figure of 
$83.60. During November railroad stocks ranged from 
a maximum of $85.37 on November 3 to a minimtun of 
$75.97 on November 19. This average was $83.30 in 
1918 compared with $83.10 in 1919. Beginning with 
May 191 9, the price of railroad stocks moved downward, 
and the daily figure reached a low point of $70.17 on 
June 15, 1920. From that time until the middle of 
October the trend was upward. Since October 15, 
prices have dropped heavily, though there was a tem- 
porary revival after November 19. 

The number of shares sold on the New York Stock 
Exchange was 22,070,000 in November, an increase of 
61 per cent from 13,670,000 in October. The highest 
record of sales since January 1906 was made in October 
1919, when 37,350,000 shares were sold. For the twelve 
months ending with April 1920 stock transactions 
averaged about 28? million shares per month; in the 
six months following — May to October, inclusive — 
they averaged less than 135 million shares. 

The average yield on ten American railroad bonds was 
5.66 per cent in November, compared with 5.69 per cent 
in October, 5.85 per cent in September, 6.02 per cent in 
August, and 6.21 per cent in July. The general move- 
ment in yield has been upward since 19 16; the monthly 
averages for 1916, 1917, 191 8, and 191 9 were, respec- 
tively, 4.43 per cent, 4.78 per cent, 5.31 per cent, and 
5.36 per cent. The figure 6.28 per cent for June 1920 
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October 


November 


75-03 


73.86 


62.75 


60.86 


54-30 


52-83 


59.66 


58.61 


62.07 


60.64 



was the highest on record, and was followed by moderate 
declines during the next five months. 

Dow, Jones and Company's combined index for the 
average price of forty corporation bonds, including high 
and second grade railroad, public utility, and industrial 
issues, increased sUghtly from 57.37 in July and 57.36 in 
August to 59.12 in September and 62.07 in October, and 
then fell to 60.64 in November. Below are the indices 
for bond prices during September, October, and No- 
vember: 

September 

Highest grade rails ... 72.77 

Second grade rails . . . 59.66 

Public utilities 50.18 

Industrials 58.03 

Combined index 59- 12 

Prices for all classes of bonds exhibited a strong down- 
ward trend from January 191 7 until the spring or 
svmimer of the present year; railroad bond prices be- 
gan to rise in June; industrial and public utilities, in 
September. 

The value of building permits issued for twenty leading 
cities in November was $40,800,000, a decrease of 21 per 
cent from the October figure of $51,400,000. In No- 
vember, December, and January there are generally 
successive month-to-month declines of about 8 or 9 per 
cent in this series. 

During the twelve months ending April 1920 record 
figures were reached for the money value of building 
permits, but physical volume of new construction was 
below the pre-war level. The large totals attained were 
largely due, of course, to high costs of material and 
labor. Since April, both the actual figures for building 
permits and the data corrected for seasonal variation 
have shown a steady decUne. The Bureau of Labor 
Statistics index munber for lumber and building mate- 



rials stood at 274 in November 1920, compared with 341 
last April and 100 in the year 1913. 

(B) The Business Group 

Bank clearings of the United States outside New York 
City stood at 16,570 miUion dollars for November, com- 
pared with 18,110 million dollars for October, a de- 
crease of 9 per cent, materially greater than the normal 
seasonal drop of only 2 per cent. Diuing the months of 
October, November, December, and January clearings 
are usually on a decidedly higher level than throughout 
the remainder of the year. 

Outside clearings rose rapidly dtiring 1919. The 
average per month in 1918 was 12,820 miUion dollars, 
compared with 15,140 million doUars in 1919. During 
1920 the upward tendency, noticeable in 191 9, con- 
tinued up to October, and the high point of 18,910 mil- 
lion doUars was reached in March. The large totals for 
March, June, and September of this year are no doubt 
influenced by income tax payments. 

Bradstreet's index of commodity prices for December i 
was $13.63, a decrease of 13.1 per cent from $15.68 on 
November i. This drop is almost twice as great as that 
recorded for the preceding month, which was up to that 
time the largest decline on record. The index has fallen 
35 per cent, or more than one- third, since February 
1920. The current figure is the lowest attained in four 
years; and it is about 48 per cent above the 1913 base; 
while on February i last, the index was 128 per cent 
above that base. 

The first table on page 347 shows a comparison of 
Bradstreet's prices for February i, November i, and 
December i of the present year. 

Between February i and December i, the greatest 
declines — 54 per cent and 49 per cent, respectively — 
took place in the textiles and naval stores groups. The 
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GROUP A 



New York 
clearings 
(Units of 

$xo,ooo,ooo) 



1919 



X920 



Price of indus- 
trial stocks t 
(UniUof $1) 



1919 1920 



Shares traded 

(Units of 
xo,ooo shares) 



1919 



Building permits 
(Units of 
$roo»ooo) 



Yield on ten 

railroad bonds 

(Units of one 

per cent) 



Price of twenty 

railroad stocks t 

(Units of $t) 



1919 



X920 



GROUP B 



Outside 

clearings 

(Units of 

$ro,ooo,ooo) 



1919 1920 



Bradstreet's 

prices* 
(Units of $1) 



t9t9 1920 



Bureau of 
Labor prices X 

(Unite of 
one per cent) 



January . 
February 
March . . 

April 

May 

June 

July 

August . . 
September 
October . 
November 
December 



1786 
1419 
1649 

1733 
1888 

197s 
2187 

I9S3 
1961 

2371 
2259 
2398 



2321 
1814 
2233 
2180 

1974 
2051 

1983 
1789 
i860 
2066 
1943 



81.6 
82.0 
87.4 
91.0 

99-3 
105.4 

IIO.O 

102.6 
107.7 
1 14.0 
1 10.8 
105.6 



104.6 

94-4 
99.6 
100.8 
91.4 
91.4 
90.6 

85-4 
87.0 

84.9 
78.4 



1186 
1221 
2140 

2859 
3441 
3286 

3450 

2443 
2414 

3735 
3017 
2485 



1988 
2187 
2901 

2845 
1664 

935 
1254 
1373 
1530 

1367 
2207 



134 
207 
328 

495 
640 
778 
759 
955 
839 
862 

853 

852 



700 
689 
850 

1 134 
640 

747 
660 
608 
523 
514 
408 



5-13 
5-24 
5.28 

5-31 
5-27 
5-24 
5-33 
5-47 
5-54 
5-42 
5-54 
5-57 



5-51 
5-76 
5-74 
5-91 
6.25 
6.28 
6.21 
6.02 
5-85 
S-69 
5-66 



83.2 

82.8 

84.3 

84.3 
88.7 

88.1 
88.1 
80.8 
80.2 
81.4 
79-6 
75-2 



74-9 
72.5 
76.8 

74-4 
72.0 
71.1 
72.8 
74-6 
79.2 
83-6 
80.2 



1456 
1161 
1361 
1328 
143 1 
1450 
1564 
1518 
1600 
1812 
1676 
1838 



1839 
1508 
1891 
1778 
169s 
1785 
1765 
1648 

1739 
1811 

1657 



18.53 
17-63 
17.22 
17.28 
17.24 
18.09 
18.90 
20.00 
19.47 

19-52 
19.90 
20.18 



20.36 
20.87 
20.80 
20.71 
20.73 
19.88 

19-35 
18.83 
17.97 
16.91 
15-68 
13-63 



203 

197 
201 
203 
207 
207 
218 
226 
220 
223 
230 
238 



248 

249 
253 
265 
272 
269 
262 
250 
242 
225 
207 



* Data are monthly averages or aggregates except for two series: Brad- 
street's prices relate to the first day of the month, and Unfilled orders of the 
United States Sted Corporation to the last day of the month. 

t In the Review for June, 1920 these prices were revised. They have 



been computed throughout by securing monthly means of the daily average 
prices, at the close, of 20 stocks for each month, rather than by taking 
means of the highest and lowest daily averages for each month, as formerly. 
t Base, average for 1913 = 100. 
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Groups 


Actual Indices 


PiacES ON December i 

EXPRESSED AS A 

Percentage or those 

ON 




Feb. I 


Nov. I 


Dec. I 


Feb. I 


Nov. I 


Foods 


^•77 
7.19 
2.77 
1.07 
1.09 
•33 
•24 
1.19 
1.23 


$5^35 

4.42 

1.98 

.84 

.80 

.21 

•23 

1. 17 

.66 


$4.91 

3^30 
1.8s 

•72 
•72 

•17 
.22 

^•13 
.62 


85 
46 
67 
67 

66 

51 
92 

95 
SO 


92 

75 
93 
86 


Textiles 

Hides and leather . . . 
Metals 


Oils 

Naval stores 

Building materials . . 
Chemicals and drugs 
Other groups 


90 
79 
93 
96 

94 


All groups 


20.87 


15.68 


13-63 


6S 


87 



figure for hides and leather fell 33 per cent; that for 
metals 33 per cent; that for oils, 34 per cent. Compar- 
atively moderate decreases were recorded for foods 
(15 per cent), building materials (8 per cent), and 
chemicals and drugs (5 per cent). 

Comparison of the percentages of decrease from 
November i to December i shows that the greatest de- 
clines — 25 and 21 per cent —were in textiles and in 
naval stores. Next in order came metals and oils with 
decreases of 14 and 10 per cent, respectively. The other 
groups fell from 4 to 8 per cent during the month. 

The United States Bureau of Labor Statistics index of 
wholesale commodity prices for November was 207, com- 
pared with 225 for October, a decrease of 8 per cent. 
The index averaged 205 in the latter half of 1918, de- 
clined to 197 in February 1919, and thereafter rose 
almost uninterruptedly imtil May 1920, when a record 
figure of 272 was attained. Since May, the index has 
fallen for six successive months. 

Following are the group index numbers for Septem- 
ber, October, and November: 



October 


November 


182 


165 


204 


195 


257 


234 


282 


258 


184 


170 


313 


274 


216 


207 


371 


369 


229 


220 


225 


207 



September 

Farm products 210 

Food, etc 223 

Cloths and clothing 278 

Fuel and lighting 284 

Metals and metal products 192 

Lumber and building materials 318 

Chemicals and drugs 222 

House-furnishing goods 371 

Miscellaneous 239 

All commodities 242 



A comparison of the figures for October and Novem- 
ber shows that all of the group indices fell off. Building 
materials exhibited the greatest decline, 122 per cent. 
Farm products, cloths and clothing, fuel and lighting, 
and metals and metal products all declined from 7 to 9 
per cent. The group of miscellaneous commodities 
dropped off 4 per cent; foods, 4 per cent; chemicals and 
drugs, 4 per cent; and house-furnishing goods less than 
one per cent. 

The November index for all commodities, 207, is 
24 per cent below the record high figure, 272, reached 
last May. This drop is largely due to declines of 33 per 
cent in cloths and clothing, 32 per cent in foods, 32 per 
cent in farm products, and 20 per cent in lumber and 
building materials. In three cases, less pronounced de- 
creases took place between May and November — 12 
per cent for the metals and metal products group, 11 
per cent for the group of miscellaneous commodities, 
and 4 per cent for chemicals and drugs. Two groups 
advanced during the six months — house-furnishing 
goods rose 9 per cent and fuel and lighting increased 10 
per cent. 

Bradstreet's number of business failures for November 
was 1085, an increase of 26 per cent over 863 for Octo- 
ber. November failures are usually the same as those 
for October, but December shows an increase of about 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1919-20' 



January . . 
February . 
March . . . 

April 

May 

June 

July 

August . . . 
September 
October . . 
November 
December 



GROUP B 



Business failures 
(Bradstreet) 

(Units of 
one failure) 



1919 



573 
492 

485 

459 
431 
421 

417 
447 
426 

479 
432 
488 



1920 



510 
441 

531 
481 

455 
572 
598 
636 

657 

863 

1085 



Imports 

(Units of 

$1,000,000) 



1919 1920 



213 

235 
268 

273 
329 
293 

344 
307 
435 
402 

425 
381 



474 
467 

524 
496 

431 
553 
537 
513 
364 
334 
321 



Production of 

pig iron 

(Units o£ 

1,000 tons) 



191O 1920 



3302 
2940 
3090 
2478 
2108 
2115 
2429 

2743 
2488 
1864 
2392 
2633 



3015 
2979 
3376 
2740 
2986 

3044 
3067 

3147 
3129 

3293 
2935 



Unfilled orders 

U. S. S. C 

(Units of 

10,000 tons) 



ijig 



668 
601 

543 
480 
428 
489 
558 
611 
628 
647 

713 
827 



1930 



929 

950 

989 

1036 

1094 

1098 

1112 

1081 

1037 

984 

902 



GROUP C 



Loans, discounts, 

invest'ts, etc., of 

New York bankst 

(Units of 

$10,000,000) 



Deposits of 

New York banks! 

(Units of 

$10,000,000) 



1919 



475 
476 

485 
489 

497 
502 
496 
497 
517 
538 
527 
518 



1920 



532 
514 
5" 
516 
516 
514 
514 
512 
526 

543 
526 



1919 1920 



394 
381 
392 
400 
410 
408 
406 
403 

417 
420 
420 
412 



416 
412 
414 
419 
416 
419 
412 
402 
406 
416 
404 



Rate on f our-to- 

siz months paper 

(Units of 

one per cent) 



1919 1920 



5-44 
5-41 
5^50 
5-50 
5-50 
5^66 

5^55 
5^50 
5^50 
5-50 
5.62 
6.00 



6.06 

6-53 
6.88 
6.97 
7^38 

7^95 
8.09 
8.25 
8.16 
8.12 
8.08 



Rate on sixty-to- 
ninety day paper 
(Units of 
one per cent) 



1919 1930 



5-19 

5-19 
5-38 
5-38 
5.38 
5^53 
5-42 
5^38 
5^38 
5^38 
5^5° 
5-88 



6.00 
6.41 
6.68 
6.81 
7.16 
7.72 
7.84 
8.00 

7^97 
8.00 
7.92 



Dividend 
payments 
(Units of 
$100,000) 



1919 1930 



622 

413 
530 
603 
287 
410 
548 

435 
418 
652 
341 
533 



656 
441 

524 
640 

309 
451 
591 
463 
420 
658 
318 
515 



* Data are monthly averages or aggregates except for two series: Brad- 
street's prices relate to the first day of the month, and Unfilled orders of the 
United Stales Steel Corporation to the last day of the month. 



t Clearing House banks, including (i) members of the federal reserve 
bank, and (2) state banks and trust companies not in the federal reserve 
system. 
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20 per cent over November, and January a similar rise 
from December. During the past six months of this 
year the number of business failures has exhibited an 
upward tendency, but this series is still on a low level 
when compared with pre-war figures. During 1914-18, 
failures averaged about 1450 per month; the average 
for the first eleven months of 1920 is only 611. 

The value of imports of merchandise into the United 
States in November was 321 million dollars, against 334 
million doUars in October, a decrease of 4 per cent. 
The value of exports was 675 million dollars compared 
with 752 million dollars in October; this was a decrease 
of 10 per cent. The favorable trade balance for Novem- 
ber was 418 million doUars; in October it was 354 
million dollars. 

Pig-iron production in the United States during the 
month of November was 2,935,000 tons, a decrease of 11 
per cent from 32,930,000 tons in October. Generally, 
the November tonnage is 4 per cent below that for 
October, while production in December and also in 
January is 2 per cent above that for November. 

Pig-iron production fell from 3,487,000 tons in Oc- 
tober 1918 to 1,854,000 tons a year later, a drop of al- 
most 50 per cent. By March 1920 the output had risen 
to 3,376,000 tons; in April only 2,740,000 tons were 
manufactured. From April to October, the production 
rose fairly steadily. 

Unfilled orders of the United States Steel Corporation 
were 9,020,000 tons at the end of November, a decrease 
of 820,000 tons, or 8.3 per cent, from 9,840,000 tons on 
October 31. There was a steady increase from the low 
point of 4,280,000 tons on May 31, 1919 to 11,120,000 
tons on July 31, 1920. Since that date unfilled orders 
have fallen off nearly 20 per cent. The record figure of 
12,180,000 tons was reached on April 30, 1917. 

(C) The Banking Group 

The average loans, discounts, and investments of New 
York City Clearing House banks and trust companies 



were 5,260 million dollars in November, a decrease of 3.1 
per cent from 5,430 million dollars recorded in the pre- 
vious month. The average deposits for the same group 
of banks decreased from 4,160 million dollars in Octo- 
ber to 4,040 million dollars in November, or 2.9 per cent. 
Loans rose steadily from the end of 191 8, except for a 
slight recession in July and August 1919, to the high 
figure of 5,380 million dollars in October 1919. After 
this date, loans fell off and in August 1920 averaged only 
5,120 million doUars. In September and October there 
were sharp increases to 5,260 and 5,430 million doUars, 
respectively. The latter figure is the highest ever 
recorded. Monthly average deposits have shown com- 
paratively little change since March 1919; during that 
time they have ranged between 4,000 and 4,200 million 
dollars. 

The average rate of interest on four-to-six months com- 
mercial paper in New York was 8.08 per cent in Novem- 
ber, a slight decrease from 8.12 in October, 8.16 in 
September, and 8.25 in August. Usually commercial 
paper rates show but little seasonal change from October 
to December, inclusive, but fall sharply in January and 
February. During the present year, the rate on four- 
to-six months paper rose from 6.06 per cent in January 
to 8.25 per cent in August. 

The rate of interest on sixty-to-ninety day commercial 
paper in New York averaged 7.92 in November, com- 
pared with 8.00 per cent in October, 7.97 per cent in 
September, 8.00 per cent in August, 6.00 per cent in 
January, and 5.38 per cent in September 1919. 

Dividend payments by industrial corporations are 
announced as $51,500,000 for December, compared with 
SSjSOOjOOO, $59,500,000, $70,600,000, and $57,700,000 
for the corresponding months of 1919, 1918, 191 7, and 
1916. It wUl be seen that the current figure is slightly 
below those attained for the corresponding month dur- 
ing the past two years. 



